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The Departmentshallreviewthe estimates for reasonableness 
and determine an amount of projected allowable Capital Related 
Costs for each facility. 

Theprojected allowable CapitalRelated Costs (less 10%) shall 
be divided by 12. 

The productof the foregoingcomputation shall, at the 
Department's option, be multipliedeither by the facility's 
projected Medicaid utilizationrate or by the facility's actual 
Medicaid utilization (based uponthe ratio of Medicaid patient 
days to total patientdays) reflected in the most recently filed 
cost report. 

The netresultshall constitute the interim Capital Payment, 
which shall be paid ona monthly basis throughout the fiscal 
year. 

b. The finalCapitalPaymentshall be determined as follows: 

( I )  

(2) 

(3) 
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After the endofthefiscal year, the Department shall adjust and 
settle the Capital RelatedCosts of each facility based upon 
information reflectedin the finally settled cost reports that cover 
the fiscal year under review. 

Capital RelatedCostsshallfollow the Medicare PPS capital pass 
through methodologyin 42 C.F.R. Part413,Subpart G, as of 
10/1/87. 

A providermayappealtheDepartment's final settlement of 
Capital Related Costs in accordance with the procedural 
requirements of Chapter 17-1321 ofthe Hawaii Administrative 
Rules (see appendix to state plan). The Department 
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may settle tentatively on the Capital RelatedCosts. 

3.  	 For Proprietary Providers, the ROEAdjustment,which represents a hospital's 
percentage of return onequity received in the Base Year underMedicare cost 
reimbursement principles, shall be determined as follows: 

a. 	 Divide the total allowedMedicaidinpatientreturnon equity amounts by 
allowed Medicaid inpatient totalcosts; and 

b. 	 The results shall beadded to 1.OO to obtain the returnon equity 
adjustment factor. 

4. 	 All Providers that participate in anapprovedteachingprogram shall receive the 
Medical Education Adjustment, calculated as follows: 

a. 	 Divide allowedMedicaidinpatientmedical education costs by total 
allowed Medicaid inpatienttotal costs; and 

b. 	 The result shall be addedto 1.00 toobtain the medical education 
adjustment factor. 

C. 	 For New Providers, the medicaleducation factor shall be determined as 
part ofthe rate reconsideration processas authorized in Section V.C. 1 .c. 

1. 	 Basedon the PPS rates as adjusted in Section 1II.D. above and inflated in 
Section 1II.G. below, a facility's payment for each inpatientstay in each 
classification shall be calculated as follows: 

a. 	 For psychiatric discharges,multiply the Total All-Inclusive Rate for a 
psychiatric discharge by the number of days of the psychiatric inpatient 
stay. The result shall be the payment for a psychiatric discharge; 
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b. 	 For nonpsychiatric service discharges in Classification I facilities, 
multiply the Total All-Inclusive Ratefor the discharge by the number of 
days of the inpatient stay. The result shall be the payment for a 
nonpsychiatric service discharge. 

C. 	 For surgical, maternity, and medical service discharges in Classification 
II and II1 facilities, calculate the prospective payment for each facility as 
follows: 

(1) 	 Multiply theTotalPerDiemRate component for the appropriate 
nonpsychiatricinpatient service category by the number of days 
of care for each service category for the inpatient discharge; 

(2) 	 Add the TotalPerDischarge Rate for the appropriate service 
category; and 

(3) 	 The resultshallbe the payment for each nonpsychiatric service 
discharge. 

d. 	 If a woman delivers a child, then payment for the mother and baby shall 
be made separately. A per diem payment shall be made separately for 
care delivered to a normal newborn based onthe costs and days 
associated with nurserycare. 

e. 	 The following situations shall notbe considered as constituting care that 
is delivered to a normal newborn, andshall be reimbursed as indicated: 

(1) 	 If it is medically necessary for the baby to remain in the hospital 
more than six days following birth (including the birthday), then 
the payment shall be determined separately based on the same 
criteria as any other discharge; 

(2) 	 If the claimform for services delivered to the newborn indicates 
an intensive 
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F. 


care unit revenue code, then the paymentfor a medical case 
shall be made; or 

(3) Ifbothofthefollowingrequirements are met: 

(a) 	 theclaimformreflectsinformation that would result in 
the claim being characterizedas a surgical case under 
Section 1I.C.1.b; and 

(b) 	 thenewbornremains in the hospital for more than three 
days; then the paymentfor a surgical case shall be 
made. 

2. 	 Payment shall be made under the prospective payment rate based on the date of 
discharge, except as provided in Sections I.C.6., I.C.9. and 1V.D. 

3.  	 In addition, eachProvidershallreceivethe Capital Payments defined in Section 
III.D.2.F 

FACILITIES WITHSPECIAL PROSPECTIVE PAYMENT RATE CONSIDERATIONS 

1. 	 For a facility withinsufficientobservations (less than five claims) in a given 
service category, the PPS rate shallbe calculated usingthe weighted average for 
the applicable service category forthe facility's classification. 

2. 	 PPS rates for Classification IV,thefreestanding rehabilitation hospital, shall be 
calculated in the following manner: 

a. 	 Facility-specific claimsandchargedata shall be prepared in accordance 
with Section 1I.D. 

b. 	 A facility-specificperdiembaseratefor psychiatric services shall be 
calculated in accordance with Section 1II.A. 

C. 	 A facility-specificperdiembaserate for nonpsychiatric services shall be 
calculated 

TN No. 94-006 

Supersedes Approval Date &.J p a;
- Effective Date 8/01/94 
TN NO. 93-009 

2 5  



(rev. 7/22/96) ATTACHMENT 4.19-A 


by dividing total nonpsychiatriccosts, excluding Capital Related Costs, 
for the hospital by nonpsychiatric Medicaid patientdays. 

d. 	 The facility specific factors shall be computed or reimbursed as defined 
in Section 111. D. 

G. a d j u s t m e n t  TOBASEYEARCOSTS FOR INFLATION 

Cost increases due to varying fiscal yearends and inflationshall be recognized for 
purposes of establishing prospective payment ratesin accordance with the following 
general methodology. 

1. 	 Base year facility-specific costs shall be standardizedto remove the effects 
caused by varying fiscal year ends ofthe facility. This shall be accomplished by 
dividing the Inflation Factorfor the Base Year,as determined in accordance with 
Section II.A.3. by 12 and multiplying this result by the number of months 
between the hospital’s Base Year fiscalyear end andJune 30 ofeach year. This 
result shall be added to 1.OO to yield an inflationadjustment factor which shall 
then be multiplied by the facility-specificcosts. 

2. 	 Cost increases due to inflationwhichoccurredfrom the Base Year shall utilize 
the inflation factor specifiedin Section II.A.3. 

3 .  	 For years inwhichtheDepartment does not Rebase the PPS rates, cost increases 
due to inflation shall be recognized bymultiplying the Total All-Inclusive, Total 
Per Diem and Total Per Discharge Ratesin effect for the fiscal year by one plus 
the Inflation Factor for the following fiscal year.To insure the prospective 
nature of the PPS, the inflation factorshall not beretroactively adjusted nor 
modified, except as noted below. 

4. 	 For years in which the Department does not Rebase and in which the Inflation 
Factor for the prior year was reducedpursuant to Section III.G.6., 

~~ 
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then the average rates for the prior fiscal year shallbe deemed to be the rates in 
effect on June 30. 

5.  	 For each year in whichtheDepartmentdoesRebase, cost increases due to 
inflation shall be recognized by multiplying the Base Yearrates by one plus the 
Inflation Factor for each subsequent year, usingthe most current and accurate 
Inflation Factor data then available. To insure the prospective of the PPS, that 
data shall not be retroactively adjusted nor modified. 

6 .  	 Absent circumstances beyond the controlof the Departmentbefore the 
expiration of six months in each fiscal yearthe Department shall determine 
whether the aggregate amount of reimbursement for the state fiscal year is 
projected to exceed the amount that would be paidfor the same services under 
Medicare principles of reimbursement. In makingthe determination, the 
Department shall exclude sums paid pursuantto Section III.D.6. or any 
exception to or exemption from the ceilings on rate of hospital cost increases as 
defined pursuant to 42 C.F.R. Part 4 13. In making its determination, the 
Department shall use the most current informationavailable, including the most 
recent cost reports filed by the facilities. If the projected aggregate amount of 
reimbursement is reasonably anticipated to exceedthe amount that would be 
paid under Medicare principles of reimbursement, thenthe Department shall 
reduce the Inflation Factor used to calculate the rates for the remainder of the 
fiscal year so that the aggregate payments for the entire fiscal year are 
reasonably projected to beno more thanthat which would be paidunder 
Medicare principles of reimbursement. 

IV. SPECIAL PAYMENT PROVISIONS 

A. TREATMENT OF NEWFACILITIES 

1. 	 Rates for new Providers shall becalculated by a separate method. A New 
Provider shall receive a statewide weightedaverage payment rates for 
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its classification times the following New provideradjustment factor: 

a. First Operating Year150%; 

b. Second 140%; 

C. Third Operating and 

Operatingd. 	 Fourth Year 
and thereafter 125%. 

e. 	 If a facility's OperatingYear does not coincide with the PPS fiscal year, 
then the New Provider's ratesshall be prorated based onthe PPS fiscal 
year. For example, a New Providerthat begins its First Operating Year 
on January 1 would receive 145% of the statewide weighted average 
payment ratesfor its classification for the entire PPS fiscal year that 
begins on the immediately following July1. 

2. Capital Related Costs shallbereimbursed as defined in Section III.D.2and 3. 

3. 	 For New Providers that are also ProprietaryProviders, the PPS rates shall also be 
adjusted by ROE and GET Adjustments, (Section III.D.3.). Those factors shall 
be based on projectedcosts and receipts andcalculated as defined in this Plan. 

4. 	 A New Provider may seek rate reconsideration under Section V.C.1.c if it adds 
an approved intern and resident teaching program. 

5 .  	 Notwithstanding theforegoing, a Provider that begins operations after January 1, 
1993, shall receive the statewide weightedaverage per diem and perdischarge 
rates for its classification. 

6 .  	 A New Provider shall haveitsPPSratesdeterminedunder this section until a 
Rebasing occurs that identifiesa Base Year in which the New Provider has a 
cost report that reflects a full twelve months ofoperations. Thereafter, its PPS 
rates 
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shall be based onits Base Year cost report like allother Providers. 

B. PAYMENT FORTRANSFERS 

1. 	 A hospital inpatient shall beconsidered "transferred"when the patient hasbeen 
moved from one acute inpatient facility to another acute inpatient facility. 

2. 	 A hospital which receives a transfer and subsequentlydischarges that individual 
shall be considered the discharging hospital. All other hospitals which admitted 
and subsequently transferred the patient during a single spell of illness shall be 
considered transferring hospitals. 

3. 	 The service category into which the patient falls at the time of transfer or 
discharge shall be considered the appropriate service category for purposes of 
payment to that facility. 

4. 	 If a Classification I or IV facility transfers an inpatient to another Classification I 
or IV facility, then both facilities shall receive their All-Inclusive Rates. 

5 .  	 I f  a Classification I or IV facilitytransfers an inpatientto a Classification II or 
II1 facility, the Classification I or IV facility shall receive its All-Inclusive Rate, 
and the Classification II or II1 facility shall receive the full per diem and 
ancillary reimbursement rates defined in Section 1II.E. 

,6.  	 If a Classification II or II1 facility transfers an inpatient to another acute 
inpatient facility: 

a. 	 In the nonpsychiatriccases,wheremedical necessity requires that the 
patient remain in the transferring hospitalthree or more days or that the 
patient be cared for in the intensive care or coronary care units, the 
transferring Classification IIor II1 facility shall receive the full per diem 
rate for routine care and the full ancillary 
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discharge rate for the appropriate service category, as calculated in 
accordance with Section 1II.E. 

b.Fornonpsychiatric cases oflessthan three days andnot involving 
intensive care, payment toa transferring Classification II or II1 facility 
shall be the facility-specificper diem ratefor routine care and 30 percent 
of the ancillary discharge rate for the appropriate service category, as 
calculated in accordance with SectionII1.E. 

C. 	 Fornonpsychiatric services, paymentto a discharging Classification II 
or II1 facility shall be the full prospective payment ratescalculated in 
Section 1II.E. of these rules. 

d.Fornonpsychiatric services, payment to a discharging Classification I 
facility or, Classification I V  facility, shall be determined by multiplying 
the number of days of stay in the discharging facility by the per diem 
calculated in Section 1II.E or F.2, respectively. 

e. 	 Forpsychiatricservices,paymenttoany 
transferring or dischargingfacility shall be determined by multiplying 
the number of days of stay by the per diemcalculated in Section 1II.E. 

7. 	 Transfers shall be subject toutilizationreview,and the Department maydeny 
full or partial payment to either the transferring or discharging facility if it is 
determined that the transferring facility was able to provide all required care or 
that a patient was held threedays or moreor placed in intensive care when it was 
not medically necessary. 

8.  	 For the purposes of determining Capital Related Costs associatedwith transfers, 
all days and charges associated withservices rendered by each facility to the 
transferred patient shall be included in that facility's computation. 
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FORC. PAYMENTREADMISSION 

1. 	 Readmissions to the same facility within24 hours of discharge for the same spell 
of illness and for the same general diagnosis as the original admission shall be 
considered to be the same admission andshall be billed as asingle stay. The 
Department may deny full or partial paymentfor the original inpatient stay or 
the subsequent readmission if it is determinedthat the facility should have 
provided all required services duringthe original inpatient stay. This section 
shall not apply in cases where a patient leavesthe hospital against medical 
advice. 

2. 	 Readmission to the same facilitywithin 30 days of a previous discharge for 
similar diagnosis shall be subject to utilization review. The Department may 
deny full or partial paymentfor the original stay or the subsequent readmission 
if it is determined that the facility should have providedall required services 
during the original inpatient stay. This section shall not apply in cases where a 
patient leaves the hospital against medical advice. 

D. 	 PAYMENTFORNONPSYCHIATRICCASESWHICHEXCEEDTHE OUTLIER 
THRESHOLD 

1 .  	 If charges fornonpsychiatricservicesrendered to a patient during an inpatient 
stay are in excess of the Outlier Threshold, thenbilling and payment for this stay 
shall be as follows: 

a. 	 For Classification I facilities, and Classification IV facilities, payment 
will be made at applicable per diemrates for the full inpatient stay. 

b. For Classifications II and II1 facilities: 

( I )  	 An initialinterimbill shall be submitted covering the period 
from the admission date through the date that the charge for the 
case reaches theOutlier Threshold. Payment for this interim bill 
shall be the classification per 
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